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January 12, 1989

M. Mchael J. Hayes, Manager

Di vision of Air Pollution Control
Illinois Environnmental Protection Agency
Post O fice Box 19276

Springfield, Illinois 62794-9276

Dear M. Hayes:

This is in response to your letters of August 17, 1988 and
Sept ember 9, 1988, requesting guidance on several issues related
to determining applicability of new mpjor source regulations in
the granting of construction permts to sources of air em ssions.
These issues arose as a result of CPC International's "Argo |1
Rebui | d Project Phase I1" in Bedford Park, Illinois.

The questions you asked concern the foll owi ng issues:

1. What definitions should be used to determ ne whet her the
CPC Phase Il Rebuild Project is a major nodification?

2. If the Phase Il project in and of itself does not
represent an increase in enmssions, nuch less a significant
i ncrease, shoul d contenporaneous and creditable em ssion
i ncreases and decreases determ ne whether a major nodification
has occurred?

3. How woul d netting provisions in the regulations apply to
the CPC situation?

These questions were discussed in a tel ephone conversation
on August 17, 1988, in which Gary McCutchen of ny office
concurred with the positions previously taken by the
Envi ronnental Protection Agency (EPA), Region V, but stated that
he woul d consider the matter further upon receipt of a witten
request for guidance. The Ofice of Air Quality Planning and
St andards (OAQPS) had a chance to review your letters. As a
result, this office reiterates the positions we have taken
bef ore.

Background I nformation

Bef ore responding to your specific questions, it may be
hel pful to summarize key nodifications at CPC that resulted in
changes in particulate matter emi ssions. In 1981, CPC reportedly
decreased its particul ate em ssions by 262 tons per year (tpy).
In 1985, it constructed the "Phase | Rebuild Project” which
increased particulate em ssions by 49.5 tpy. This increase was
netted against the prior 262 tpy decrease achieved in 1981, so
that the Phase | project was not subject to major new source
permitting requirements (i.e., the net em ssions increase was
| ess than the de minims enission rate of 25 tpy).

Construction of the Phase Il project began in 1986, but the
conpany did not get a construction permt until June 1988. The
pernmit that was issued was a minor source permt. Prior to the
Phase Il project, CPC emtted approxi mately 600 tpy of
particulate matter. 1t was, therefore, a mpjor stationary



source. In Phase Il, certain pieces of obsol ete equi pment were
shut down, reportedly reducing em ssions by about 600 tpy, but
new equi prent was added at the sane tinme. The new equi pnent
resulted in an increase in em ssions of approximtely 600 tpy.

Question 1:

VWhat definitions should be used to determ ne whether the CPC
Phase Il Rebuild Project is a "mpjor nodification"?

As a prelimnary matter, when naking a nmmjor source
applicability determ nation, a permtting agency nust base the
determ nation on "mgjor" source definitions, not on "mnor"
source definitions. The specific definitions to use in nmaking an
applicability determ nation are found in the specific new source
review (NSR) regul ati ons under which the proposed new
construction or nodification is reviewed. The area of Bedford
Park, Illinois, is nonattainment for total suspended particul ate
(TSP), and Illinois does not have approved Part D NSR
requirenents in its State inplenentation plan. For this reason,
40 CFR Part 51, Appendix S, Emission Offset Interpretative
Ruling, applies to new mgjor stationary sources and mgj or
nodi fications to existing sources of TSP in that area

The CPC al so emts PMLO. Since Bedford Park is attainment
for PMLO, prevention of significant deterioration (PSD)
requi renents found at 40 CFR Part 52.21 also apply. Therefore
CPS is subject to the definitions contained in Appendix S (for
TSP purposes) and in Part 52.21 (for PMLO purposes).

Question 2:

If the Phase Il project in and of itself does not represent
an increase in emssions, nmuch less a significant increase
shoul d cont enpor aneous and creditabl e enissions increases and
decreases determ ne whether a mgjor nodification has occurred?

Because the Phase Il Rebuild Project was to result in an
increase in em ssions of approximately 600 tpy of particulate
matter, the change is "significant" (i.e., greater than 25 tpy)
and shoul d be scrutinized for applicability to new source
requi renents using the definitions of "major nodification” in
40 CFR Part 51, Appendix S and Part 52.21. Whether a change is
"significant" is determ ned before any netting calculation is
done.

A determination as to whether a significant change is a
"major nodification," as defined at 40 CFR Part 51, Appendix S
I1.A 10, requires a decision as to whether the change has
resulted in a "significant" net em ssions increase (i.e., greater
than or equal to 25 tpy for particulate matter). The definition
of "net emissions increase" in Appendix S nmandates a cal cul ation
of all creditable increases and decreases which occurred during
t he cont enporaneous tinme period and specifies that tine period
It begins 5 years before the date construction "comenced" on the
project and ends on the date the em ssions increase fromthe
particul ar nodification occurs (if after the conmencenent date).
A necessary condition for establishing the conmencenent date is
that the owner or operator has all necessary preconstruction
approval s or permits. The Phase Il Project was permtted in June
1988; consequently, the contenporaneous tine period began in June
1983. How each of the increases and decreases in enmissions is
taken into account to determine if the change will result in a
maj or nodification is discussed in the response to your third
questi on.

Question 3:

How woul d netting provisions in the regulations apply to the
CPC situation?



The mechani cs of performng the netting cal cul ation, once
t he contenporaneous tinme period has been established, can be
found in the definition of "net emissions increase" at 40 CFR
Parts 51.165(a)(1)(vi); 51.166(B)(3); Appendix S, section Il1.A 6
and 52.21(b)(3). The definitions specifically state:

an increase or decrease in actua
em ssions is creditable only if the
Admi ni strator has not relied on it in issuing
a permt for the source under this section,
which permt is in effect when the increase
in actual em ssions fromthe particul ar
change occurs.

The preanble to the 1980 PSD regul ati ons at 45 FR 52701
expl ai ns that the:

. prior increase or decrease is
creditable only if the relevant review ng
authority has not relied upon it in issuing a
pernmit under the rel evant NSR program.

As such, EPA's policy is that any prior increase or decrease
t hat has been used in issuing a previous major source pernit has
been "relied" upon, and therefore cannot be creditable to a
subsequent increase. However, em ssions increases or decreases
t hat have been used by a source only to net out of review (versus
those used in NSR review) have not been "relied" upon and are
therefore, still subject to further consideration. In other
words, if a source is able to net out of review, the increase in
em ssions that triggered the netting action will not have been
subject to NSR Its effect on increnents and anbient air quality
woul d not have been determined, and it would only be determn ned
if it happens to fall in a contenporaneous tinme period of a
subsequent project that is determ ned to be a maj or new source or
maj or nodi fication. Once included in a mpjor NSR action, the
increase that originally netted out of review, but was |ater
subjected to it, will not be subject to review again (i.e., the
slate is wiped clean). Simlarly, if no major nodifications are
made for 5 years after the source that netted out of review
received its permt, then the slate is wi ped clean.

For the reasons stated above, we reaffirmthe gui dance that
Regi on V and QAQPS conveyed in previous discussions with you
Each netting transaction involves a "snapshot" of the creditable
em ssions increases and decreases within the applicable
cont enpor aneous time period. Emi ssions reductions that have
occurred prior to the current contenporaneous time period are not
creditabl e, even though they may have been used to all ow one or
nore individual increases which are still inside the current
cont enpor aneous time period to net out of review. To consider
netting transactions that involve em ssion increases and
decreases which occur outside of the current contenporaneous tine
period would effectively | engthen the contenporaneous tinme period
to greater than 5 years. This is contrary to the existing NSR
regul ations. Any increases that occur inside the current
cont enpor aneous tinme period are not double counted as you have

al | uded, because they will never be subjected to NSR nore than
once.

The netting calculation for the Phase Il project starts with
the 600 tpy increase fromthe new equipment. It is not clear

that the 600 tpy decrease that occurred sinultaneously with the
600 tpy increase is creditable because of issues concerning the
requi renent that the decrease be federally enforceable at the
time actual construction comenced, but if we assune that the 600
t py decrease was creditable, the 600 tpy increase and 600 tpy
decrease essentially cancel each other out. However, these are
not the only emissions changes within the 5-year contenporaneous
time period, and the NSR regul ations require that all such
changes be totaled, not just certain ones. Therefore, the 49.5



tpy increase from Phase | nust be added, because it occurred

wi thin the 5-year contenporaneous period. The 262 tpy decrease in
particulate matter emi ssions in 1981, which had been used to net
out of reviewthe 49.5 tpy increase in 1985, cannot be used
because it occurred outside of the five-year contenporaneous tine
peri od.

It would appear then that CPC has two options for resolving
the permitting requirenents for the Phase Il project. The first
option would be for CPC to determine if its em ssions were
reduced by at |east 25 tpy due to other changes within the
cont enpor aneous time period (in addition to the 600 tpy
reductions associated with the Phase Il Project) to net against
the 49.5 tpy and enable the source to obtain a mnor source
permt. O course, a second option would be for the source to go
through NSR, (i.e., install LAER, obtain offsets greater than
1:1, etc.), and thereby "wi pe the slate clean.”

Pl ease contact ne at (919) 541-5586 or Gary M:Cutchen at
(919) 541-5592 if you have additional questions regarding the
matters discussed in this letter.

Si ncerely,

Edward J. Lillis, Chief
Noncriteria Pollutant Programs Branch
Air Quality Managenent Division

cc: Richard Wagner, Region V
Davi d Kee, Region V
Judy Katz, CECM
Sally Farrell, SSCD
Gary McCutchen, AQVD

Crunpler 1-39-4
AQVD: NPPB: NSRS: D. CRUMPLER: 629- 0871: RTP MD- 15
Revi sed 01/11/89 (cb)



